Approved For Release 2001/04/12 : CIA-RDP79T01049A003200170001-7

 BEST COPY -

AVAILABLE

Approved For Release 2001/04/12 : CIA-RDP79T01049A003200170001-7




- - Approved For Release 2001/04/12 : CIA-RDP79T01049A003200170001-7/8, 4/ §© 7
| , LIl

17 Hey 1965

T SOVER LCONGRIC SYSEEM TR TRANSITICH

ST I

“let s edelt the cage 07 Lie CODe
servetive: IP vc onf® start thinking
B oBC can guarantee vhere we shall
Qe out, excepk that meny cbiects,
ends sl ingtitutions are doomed.”

Jobn Teuey

In Cotober 1961 Crmunists free sll) ower the glohe sathered in

Pogeow for the 28wd Party Congress. This coremonial asscrbly wes i
wowning achievenent of Ehrushobov's warty career. At the provicus
Party Congrees in 1957 be hed smpounced the final victory of fociallsm
and the alvent of & new historiesl steag: of developwent, the allecut
bullalng of Camuniss. At the 200 Comgress he oomnletod the provess
of ousting Ctelin ‘ros his plaee in the rantheon of Farty mrcets, and
even Iran his resting rlase. ik staked his oam clain to 8 scat on the
rigt hetel oF lenin by promulgsting the Tarty's twertyeyeer }'zrsgzw,
upon Yhe compietion of vhich the U08R woulsd have areived st or nesr
the stas of full Coppunise,

wonezie grovih et a tusuituous pece sms oo well esteblished umder
focialisw (a%cr Stalin's crrors had boen corrested by Ihrushehev) thet
& tioye teble Yo the aldvent of Commumims could be set by econonds gilee

stoneg.  The Tirst and soet beesthteking, cetohing up with the U9 in
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industrisl production, ves promised for 15TG. After thet, the satise
‘sotion of all ceancmic ™eds and desires, "all that = tan could m4
ably vard,” vould be within » presp of U bowtifully vroduetive
toclalist coonomy,  Aecording to she Party svopram, food swonly wouul

r;;mﬁ;m; s thers would be an spexrieent Tor each ferily, end servic:s would

o Increasingly wovided Pree of charpe.

The contrast Betvosn the ols man's illveions and the rresent
economie copditions and groevects could bardly be more cbvious. fince
the 20nd Party Comgrves, agriculture hes zrogressed so little that vheat,
which vas Tormerly exported, has beem imported for the lget tiveo years.
Coviet GIP has not galned om 1T GBP and BRy even have lost o little.
Irustrial greduction hae gained very little om 1% preduction. irban
bousing has berely kept vy vith wben wopulation.
the sreab slogan o catching wp with the US in 107D is heard no lobger,

Yore chilling to Perty boves than these ecopomic develorments in
=0 sopeximt loos OO laith in the ecomemic system itself. In 1961 $he
systen of central adeinistrative direction of the coomeny wukler the
tight relo and driving whip of the Comzamitist Party vas mwmouestion:d ea
a8t lcast sublicly. Since then, first scedeniciane, then cosnmeic ede
oinisteators end now the Mighest Party lsaders have openly mcimowledged
the grave deficiencles of the eommand SoCBY .

#as tlv rremise of i 218t and Sond Party Congresses corpcot;

e comstruction of Soclelims wves Tinally completed and the mtaeﬁal

s¢ for Cresumier lald:  Subsen .
e wier laid”  Subsequont experience suggests that the sremise
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vas ot ouits tree. Otate owscrehip is accomplished: lndustrizl cange
=ity Las buen Tulilt: g % capacity still provideS lLittls for Soviet

.satxv*:r ite
ragt triveshe, 1s nov found wanting.

Premler Zosygin's speech to the FParty Plemm in September 1065
srenieed & gerics of reforms in scoponic orgsnizstion; the insviretion
for which vas not Yarl rarx or lenin end cortainly pot Stalin. Its
Intellectunl sources were the lote Osear Lengc, the experichve of
Tuzoslavia, and the writings of the lidbersl faction o the Soviet ecCe
momic rroaessicn.  The mroposals include the first €imid steps eway
Trom tight vaptral dirvection of the econcry and toverd & market socislism.
Hany UWostorners anticipetesd puch bolder steoz end were disarpointed at
the vague apd pertial progras outlined by Kosyzim. The boldnegs of the
stén, hewever, is ruch less signdficent then the direction. It is s
etep that w111 be very ditfievlt To stop or reverse. The [uture course

I ultimate deetimation of the reform, however, 18 fer Irem clear.

Zomrzinte propusals follow fron s coplex of dovwlorments we
copnamic, intelloctunl, end ideclogicsl -« which, starting slowly atter
tix desth of Stalin, heve usfplded with estonishinog specd in the last

Ha
fow yeare. Althouwsh $iw dewth and Jdivereity of this cvoluticm ergue

Tor its irreversidility, they do vot wrovide a chart o its future
dfrections. The survey that follove will review the highlights of
the seontmic changes of the lagt 10 yeers as they besr on future poesis

Bilitics. These are
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1, The slcodoum in cconomic growth;:
2« The revolution in eccomomie thought:
1o The dew iooments in eeoncnic arganizaticn.

L. The Slowdoun is Zeonomie Grovth
The sicwdoun of coonamie growth in the UOER 15 now a vell-inown

gtory. The reecnt (tate Derartment press rolosse , UBER Falters in

seemcie Growth Gace with tik 1D, sets forth the paln reamures of

Poviet growth. These reaswres shov thet in 196155 as compmred with
LY56-60, the averege eummal rebe of growth of GEP fell from 6 percent
to L mopeet; the growth of {ndustrial produstion arovoed fron O percent
to § sercent, and that of agricultural production fm%{;:mmﬁt to

R Th_
g mereent. An even more dresmtic chamge would aprcar, «&hﬂq Yor

induetrim . h 1 growth were peasured Trom 1750 inotesd of

1705, Cther messures confiem epd extend the stery. According to Soviet
statistics, the average annual grewth of stote fired investmont aromned
Trom 12 rercent in 1090457 to O peroent in 1@4 the growth of overs
all imestoent (that i, imeluding private exd holkhoz investoert)
declined “rom 13 percent to § percept. The aversge sprual rate of
inereesc in conswnption was 6.0 porcept in 1950.59, bt 3.9 nereent in
G0l  #

STATINTL
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Bowiet ammouno! rietiatics of natiopnal income snd industrial
spedvetton ohow puch the same slowdown im grovth oo the wogtorn selouloe
fions, end Soviet prese ~urrnt has eaplicitly admitted the retardation.
yepder Yosyrln Geseribed it In those voris in his specch ot the farty
Wemp in Sevbenber 1065

"1t stwpl’ be noted that in the pmst fev gears thore has

s a cortals decline 1w patiomsl income and mﬁriﬁ‘ &%{ﬁt

ey Punle of ixed jroduction mseets. Tiw rate of grow \%"iv G"’-@}M |

wedurtivity i industyy, which is also an importent imeer o the

errestivencss of socisl production, has slowcd dowp muevhat D
reoont years.”

e Tmet o0 the sloudows s olrzar, but the erslanstion is pot.

e sudden pebardation dous mot correlete vith esy rigs voable events
that can oorw Bs oleveible couses, creept in the dmportant cose of
erricuidire.  In agriculture the onweetime gein from the new lands
sided to the ~vowth between 195k amd 1950, A siniler short ters jein
resuited from the srogrens t beost the troduction of «um, il and
rogb.  Yollowing 195 the decldning yiclds in the nev lasnde conbributed
o the sleaioun.

(aences in inputs other then lanmd do not sccoupt lor the slowdou.
vanbeors of 1abor have srowm sarovhet moxv olewly, But cepdtal hes not.
letier, the zey varisblc has been =poductivity. The production sitie
Soun 1z voficeted in declinipe retes of srowth of the produckivity of
woth lsbor and capitel. Thus an inder o factor moductivity {labere

st sppital cosbined) would show & decline? This tresd 15 in contrast
STATINTL
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o = stoym Jwrore 85 8 whole, where the rste o | coerth has pot glowed
notiveably, and vhere 16 rong countries both lalos and cadtel weinge
tivity bave ecobinued $0 siov ml 8 stondy mace.#

The gxowth in factor productivity is supposed to reflect the
impact 07 my tectmolory, lmprownent lo manscerent, end the cuality
i lebay, amons obiwr thincs. Tie Buesisns bave 811uded t0 the frst
o of thwse s cmwcs oF the slowdowBi. Fosyris, ior exsmple, seld:

“At rvesent induotry hes entorod a peried of dewelomment vhen
its rete c:;“* amta :111 be deterndnad to Bn over<inoreassing degyee
by Wolhnliossl orogress, the gwiftest cossible epniicetion of selw
entlilic schilevepemts in production. k%awmla, we have pubstantial
shorteaninge o this pobter.....The forzs of induptrianl panagencnt,
slamning and incomtive powe in offect o ?""iﬁf’;ﬁ}? cenfomm to roscnte
day teoimlcaiecconanic conditions apd to the lovel of dowelomment
of rmewtuckion foroes.”

eebern writer has Jound that the third wae alsc s contribuling Jactor.®*

The olpriouk in fockbor prodrotivity hes gone on too long o be
pure 1y tonoorary. It 1s e striiing develomeent. If blunls the sdioe
¢ bl oo pharn tool of foviet eeomomic slamming, the hiod rate of
mavings sod fnvestmont. The legy ceteblisied yriepily avd fmster
crowtl ol inwstrent over coensuentiog onte seemed able to 2o cn forewer,
and as lons 22 oow tecimelogicel oopertinitics woere etill evsllgble, ranid
grovckh poord semurad.  Bow, howesver, the conditions Tor srowdh I

ot ohservers would have agreod that the rete of srovth of dhe

et econony st ewentually slow. Bt the suidenmess of the chenge,
STATINTL

in this wluge.
n this volgy.
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e w borne ooin. L, swrrlesd many intlofing thls writer. T
soondtmd dowclopeents In the lete 1950%s, tho surge of defimby thie
soniiturrs and the shorbening of the werk vesk From L0 to 41 hours,

s Ly coptetieted d0 the dimine sod segmitude o tiv slowdoun in
Zesth and in productivity. The direet efiz¢t wns a loss of lgbor

and cmpital dmoude into tie eivilien ccomcmy. Indirectly, L7 poee
cerdling ot advapced woo,On8 trosrmas the most ofTicient resdavch
and deelomoid resourtes .- pen, meteriels and equimment e the delenac

criorg rmet also have cootrinded to the drop in e o¢ffectivencss of

mew ipvestont. Hoever, this still leaves unmrswered tie queaticas

o why Ve aryeterm ves wnable to adlust fo these duvulowwente end Wy
e prewth of Tackor productlivity coptinued to be slow tiwough 1967,
A criticsl Tactor ecers $o 1lc io the ebility o tin systems to

verw with tesimelosicel coemlexity and change. In The copomics of

fovict Dlomning, Profustor Derppont prescnts & cormevison of foviet and

X owet pational product in 1900 In both dollar mricce and ruble srices
i of the suerective capitel end labor imade. fSoviet net netionml
moonet or it o loved pangee T Bowrirtths to tuoethirds of that
ol b VD svoconling to variovs alternative caloulsbions.

Giliercnte sunroste e 5111 paseivwe techmmlosical lag in the F
pugpietion tat lo conlmed Uy Wostorn ouscrvaticns snd by fovict
rerorbing on the todinelopical bacwesdness o fiw chenizal infuetry

(:eziey Eypditic Tivere ), petrolmu refinins ¢ Bighresy tremerortetion,

k4 i * et A o g -
S Ruregn aoi, The  copopics of “oviet Planpdine, Yale Unmiversity

Ty 104, . 32,
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SRS T durgvles, animal husbendry, end geny othes acbivitico.
Trreetrent oxvortunitice vith hish . 335 Mo, of the uingd thet ¥eo
AT el Janen Lave been roaping latoly, are
mion to the "TER, it the gresth of oot
wen than ot 1. The 43rflenitics 1n €y curvent eried thug
armeriutl, stem Trom an inability to tave odventesge of new tectmolocy.
Thip pltustlon controvic sbexnly with the lmgressive renulte of the
vholicale sdopbicn of nev techmiques in the thdrties. 0t whetiwr
th mature o the camicxity of new tochnolony Wave chanced, or wiy Sher
L 00T yoeosad reridEremc: weas jphereut in the smeter: iz still sroushile.
There is much to e maid for Prefessoy utter's thesis®, that Dovist
pollay cee Leen o croconbrate on those mroducts for vhich $he lmpocst
recuetdon in osts could e evpooted. Theme baprenes! €0 be ebeel, Dl
cleotrio woy and 8 “ev ptondard mgchilnery itess., The slowdown can
s Lo viewed it the Clrst instapce s tiv reguld of maming oot o
azy lnvostoont coogrbomities. The dreratic {lhstretion of thic
ie e shilt of imveetvent to agriculture, whers yedurpe arc small,
The ulammers Deve Gony hesitoted to ipveed in lerizaticn and drainesc
O svenno, woalss these invoghents gre very expepsive.  Sow wroent
Pertilisers, vlasticn, and symitetic fibers
Mnc revmveent wavy lwestEonts Tor still Joubtiel amine., wughoe v

..m-i.—, RN Q& =t Py 13 ﬁ}" ﬁ"%}lm :K’gf{‘ }Ej" gﬁm&&awﬁ w;{hg‘ b 1% t*mk %‘3

¥ }‘ ‘a‘s.z*%‘f‘n'f;w*’tﬁe'r; “Or Feaswwing comamic Srowth,” Journal of Folitical

gy 1Y,
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marealistic cost figures. I cxectly the semc waoy, the greet suctccs
in stec) production wes diffieult to follow up with thin cold rolled
sheet capacity, even when the peed became obvious. NMore than any other
system in history the fovlet cconcmy has devended for its growth op
cconceles OFf scale, for the very good reason thet versetility is its
veakest poiot. Cpe apperent, but illusory, sdventsge of belng behind
iz that an wderdeveloped ecomomy osh concentrate om sclected goctors
in the plausible belicf that lwrge capmcitics will ultimaetely be
nccessary; other sectors, it is argued, can come later and can alac
gein from concentration. The Soviet dewelopment strategy has been one
of selecting priorities on grounds of production cost rether than of
utility. dowever, a natural ccosequence of doing easy things first
is that bard things eventumlly come due.

In discussing the recent economic developments, Soviel economists
accept without gquestion the rest development strategy, snd uee it to
Justily the evonomic system that wemt with it. They have adonted the
argument that centralized plasning end control ves necegsary and degiruble
at the earlier stage of repid ipdustrialization, but that the cconomy hes
now become too large and complex to b2 planmed in detail at the center.
Present concéitions cell for some decemtralization, as in the current ree
fores. &y ieplication, the complexity of the economy scocumts for the
glovdown. This srawweot is omnly helf right at best. The Dussian cconony
was too coamplex for centrsl plamning right from the stert of the Five
Year plans. These plans were fulfilled, i et all, culy by the high
priority sectors, mainly beavy industry. oSut, by Stalin'zs sismlec scale

of prioritice, this was succoss cnough.

-

Pt
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T rioritics and wasts of the present lvaders bave rultislied
rodigally. Agriculture of morasity bes become high priority end e
large claimant on investment resouress. The coriousness of the housing
shortage is recognized. With respeet to clothing and shoes, the leaders
are gtriving nct only for greater quantities, but alsc for acceptable
ouslity. Finally, consumer durebles, even automobiles, are being
promised end scheduled for lerge increases in the new Pive Year “lsm.

These exvanded vents creste & smuch more difficult menagerial
provlem than Ctalin's singleninded approach. There src mo entrenrebocurs
in the SR, none working for the state at any rete. Or rather, there
ie only cne, the leadership. When the leadership initietes more sctle
vities than it can comtrol and renege, msnegement and control drist
incxorebly into the hande of an emorphous buresucracy. To say that
the cconory has becose more diverse, complicated end epecialized i
only to say that the lcaders mow want more activities than they can
manage. In rearticular they now vent ® variety of finished goods ae
well as intermediste goods.

The crpansion of the “oviet regime's vants emd priorities iz s
develomment that wes inherent in its strategy from the beginning.

The rationele of the industrialization drive of the thirtics and again
in the early postwar sericd was that the butlding of heavy industry
vas a rrecondition for and the quickeet way to cbtain a profusion of

1w
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TRSVEN T So0dg.  The desirability of thie strategy of dovelomenl and
or e orpanisation thet Implementod it pest o

BUC2LEE L in achlioving 1be Yemediate oblective of Luoiiiine & hoayy

induetry camncity, i by Bix svecess Ip reechine s uitd

i of meoduesing conmper soods,

ViR crononp o woor prltrmance in the wwoduction of otne

EECT guexis Ie Wil kpowp. I is also closr thet v Doviet potion ik

ete ed capltal soody coracity will sotopmbiomlly

Cledeoad oty po0de sspaoily stiil remeing o o ovindde

sgbod. To be sure, the 2ight nind of fmtoresdicts end copitel gocds

sanatity sculd modone vlant and couirsent for commmer ooods, but

T rrenunt lveders pre Tipdisg thet the cooooity they Indwrited fran
yenterdny's nlamere lo oot the right ind. v pachin bildl
industry has etill not leen able to mroduce o rvenottable ne o
gerioviturel pachlngs. Ve $iv tioe omx to bulld plants Tor nlastics
s gyatiwtleo Clbern, joviot induste)y bed neither the Tmowehiow, Gopigne,

covlngerd o meberials tor the Job. T Jovictebulld plarde how

reveglenoerd dvordinate delays in comstyuction axd Im eolvle ving CBl@e
city ovbit alter sepicticn. The srowth of tixse modern clunicalsg

Al dereted lo larme wert o Irvorted olapts. The maotuine ool

imlaptey, which has oubnrolneed all others io the world in maber ©
racnns teels, iz not able to condip 8 soders sudceoblls nlant. In
orocr o oot the mew Tive Year Plan for svicsobllcs, tiv Coviet

lrafors have turned Lo Flak in Ifaly to mrovide sn smubenchbils design and

o sﬂi’“
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5 complete penlacturing plant. Other consuper dursbles reflect the
semE GPehiem .- tho oot of weesetility snd flemibility of tovict
iwavy dndvstsy, vhich vaz priwedly desimed to roproducs 1teell

0 Cevlit Industry $o moduce 8 varivty of eyparently
effective advanc. | worves and spece equimsent is an cicerdion whieh

TEOVES om0 fensre. oo bhat ol sutcess Fovict industrial oemogee

rept hme Lol ow Luwn diae senmbration on & Tov Ligh wdority

te s,

Anetior Teelilisr characheristic of Jovict mampgepent s :‘awm
of pmneity ot e erponoc of ouaelitye A cohscguence of this sgrbasis
is that 40 peamdngly encrpous stoch of capitel requives louvs wweante

ponlasrrn el :zmé%}.. reralr and sointenaner servico, and gparc [wia.
Imstoa! of bging o Yorratile productive mach’me repdy 1~ fum ot 2
stovel of oneEeT gocds, the Soviet econory 13 b insutisble wonemxy

gres. Tus, e large melar of trectors aod agrioultursl

machines rosorted Lile amd sealding repsir Gestifise o the yesuenny

reatlevs se well e to the shordage of srerc serto. Anctior
shatiablic videly cited in the Joviet press iz that repalr work ocrunies
2oawernt of the vorkers I madhdoe bullding and metslvorting es well

76 a Lonaidoralle Ay/ﬂ/
a6 omcethlrd of the reotuine tools.] fhe CPO has sold its birtheigit
Gf o sevinge Tor a mroe of Inforpedilete wottess.
waewon soeld womnlic & pombetn ©

in bhw Coviet commomy.  The briel grvey
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te Tavor, pot the cusmtitative neesure of the e

fy omarase 18 only to army thet 80 efRcic soluticr
onen Beotoo Cowlet weslershipe Bosygin end Sreshno oy Ilentisy emd
cerrect cach of Rarushichev's siotolees, but the st of pdstaies 2201
mralning o o zorrected will b ome chordor. The cominand Srobn haw

oeoredosswsr it b glw commenie, sod it i a5 oleer s omn m that no

opEEnis o cure e coonemie trondbiles of the TUT
aw mriiag 18 It Uox the ORI € acceot the slower growth and
sive wr v ‘woe of catching $ix U8 o oven Wogkern advgs I vor
pite rrodwelion” T ferby’s plefform Tor the peonls hes alvers
Geon tw Dubures lwdeed, the Party justified the saoriiice of well

being, Srocdon anl oven life fn the presert es the mooossary wolse of

I io hard to see how the Ffarty could give w
its veptral msbitions o euvcese fov ite syetem, velrarc Jop the reowiz,
ond woric wmer Tor ltesll,  Recopcilisticn with s modersto srosth and
e sale and lagwing leitetion of Western 1ife could be bought by a Tore
greking ax! Yorpiving by bokh the Tardy and ti peonle thet ie hard to
comseive.  Yhet role the Papde's comemic progyen plays Mwuehohov
xpliciily revealed st tw 20 ety (oomress:

The Ferty'e thisd svogrse herelds the coming o & weriod in

whioh all the dilTieultics and wrivetions which $he ovist

reenis bave endured Tor dhe smie of tholr sreat ceuwme will

ol 8 DamElyedtold.
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T Perdy eerely will not sccopt coomemic stegmative without

o stmugnls o without atteesting to substitute sone obicr cmotive
roal for thet of catohing up with € Shost. Auy elternetive goal -
such a5 raodd orovth (o ptenderd of Hvisg -- 1s llusly to be o essicr
$0 sttain then the restormtion o rapdd over-ell growtb. The dllame
o the Parts o thet e sevsce of $e slowdovn apd the Perty’s tangidic

snioen 4ot arc rocded coually deepn ip thx gyetenm.

3
¥
8.

1. Tw B

Staiin, liviss, lay !

: e TamEin, swobbering
e wwonle, their ninds end ey words obhey than his ovn IRbecllic
slopms. s deeth ves 8 relosec ﬁuﬁ sufPrcetion Jor tiw farty, an
tiw clemring wind of his tmsedng ot & fon vays of lopd ploes owen Sor
crdimmry cecsle.  Geadhually men bogen to G0 vimd men do paturally,

to &, te sl wiat they are efber, W use thelr braine to tacile
~gobleme. S0 Cnrky leaders thenselves werc po less esgur o makc
‘wegh heplinings, to Jrroe pew tools g new ideas, glithough tie
igeelovionl mals rerelmed the parw.  In D time coonomipds wow
cekirrly lovited Imbe tie peoblemesolving process. The sgsigewnte

e T iy prooceiivg we the offectiveness o Investoend and oo

veels Cor vwicing, v e ovoceps of thouplt, oeoy sterted, lvels
Srer one thing to anotlwr., Bder a dispuise of mstheneblics thooe
ot coobed in rootemlc wdhless colR were srplaring ey bopond tho

hovrdarleg bhat e Farty bad sarted o thelr loendry.
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The Irocy micphed by the fusslang Tor Stelindss and its 2fUimnat
vos £ Ureeze” and the “Shey”. Tub the waelling of coobopis ook

svrr w lapt tem veare tostifdes thet ninds vere pot frosen, wven LY
cUep were. A o Hostern «:rii;w ae ehoen, Dovict esopomists in

only a few geaws have reovested all of the cosentisl cu

vetremic thoory,® With the ?még, labor thoesy of valix =

o Gerarbae , this is o ingrepciwe loop Jlnaad.
g labor theory o velve stgtes thad thy tricr o o wrodoet (in
tia loncesmn ) sbould B couel to the labor costs ¢f wxoduoing it
of courge, Yoo labar coots of tix poterdsl ingut aad of e
capital commoad.  This begs ir cuestions of bow wagss arc oobe Tix
Toviohs, Ao, how long oider recogtizest the wsefulmess of WPDAy
md Jrmemd for eage metting. The olepents missing fron thw lalds
theory of value that are oriepling to sneigemis of tie lovist ooonoy
mre
arocs on capditel sl 1apd e L.2., iotercot and popt.
The rols of dormnd ipn weicing amd henes 1z € Suddance o
wpoincblon.
T clvetal Tipetion of weodits o teepslorming e puio
plrrels it e lling incentives Tor mroducors.
smenbs ore ptw Oopenly recognized sl clgoeso
gmeanke it rabure. Purtiermore o ey ere pow alee oxpl
suising crpmnizeticosl poootasla. ALl tiovee o lamente w

ipst Peoteghbor en loproving Ly cosmomic sypbip, s
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“ove ot ol coopomic thounit that

- wmerived ot by way of many Littos

c o lmbe isobual g
piogionl beltics,  hen

regniin revoentetion of
limear wopramning, The Dol oo

Cotmoic Pogources,

W ;z:i,f Yished
s =t wna very wnvorebly roviewed 1o ngm'u oyl fea

s enopmRol the use of & so% of sheddow pelocen
~% B soamelby of wreducts relative to demensd

rreetly roipted eab thet this svooesh diveotly conteadicted the

G oveslue. The argirent soutborsd on foy jeers

t£hat

Bowviewore

uatnloable Invemborics of consmmer soods ped

tor dlstogsing
ovict vriters tall freely sbout domensd., owen
obliong of wRilie

ity ore mentioned® Liomgh

S I 5 P R - P Y-
inly mot vidcly mousdad,

, b

mbezeat end rept ove slowly b soomistentiy oyt

T R

M eotivenras o lmpnceptrent. T

- n&
waete of cepite) pouvds golng ob

1 srows.
sal B0 wx e retio of moelit to capital stoo: o8 en
fmiicater o enterorlse wriortents vas Sotonded o

L

mEets cooBny in
Lo onme G0 oonrdbal. Oy cconeeiste eiryly siveosted an interost
cherge, e relnt of view tuat et dstermimed sesistanec.

Lobo the conTurence on tie mse of ratlumetic

forating in

% o A o S Sy
B connoglios, biw

ot amainet e o

LG

oviet coopomicts, Ptropdiim, #till noid

& rebiceeatios
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et ves dempatloslly throst fmbe pdblic Glocusalon by Tibsrpan
¥ tan the adventages of peefit incembiwe vore 2o gunerelly
et the clnsorvative solonl sonlined e obirotisgn to Uk
© gateess indicgtor. e commopvetives eragwd
booaniy one of s apd Yiwy esld in cerbicvisr et
coodyut clanes mosd #8431 o oveouired otheavise,
S8 e me pian. This fe cortaisly tewe. I profit apd prices

ivctlon, $hew plEming e the toviebs o it g out ol

wocsboy o refom devobte ondicss pasvs 0 nroving
it derand and o chergr on empital wxe pot ivconsistent with
<3t therry or with lepdm'e vievs, 1t {8 nimin 0 soo that iy
S il e mow Mees lo Vesborn cocpomic to
Grjrcdtiong of the conperwetiven sembor om this nolind.
un B0 mow, hes dared %o ssoovhlc the seoarsts o lopents
¢ Jor gueh g theory vould slmply B the weoemingl
rooporic amlieis thed ix Cwmdlier in the vest. By talilng of csch
clownt Lotsweloly in the combext of the reoment gymban o vlanning,
e reloreaws dleguise Yy Jetel similarity to cenitellist thougit.
A prarly Craptrous split bobean tee BOLOOLIE OF FOTUITEILS
Vayen i lnllvence of thw refoem athonl o eevernd Eare. 1w
o guhoels wre (L) Sy adwostds oF lLwroving oratral clamine

theeeeh eedbemptionl metiods imslunentod by coomat e, i {2) e
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JEBE.: ok ot
incentives e Initist , bk et iy
Pl BerMivos, ook se 18
[WUE PEY BETT of T FUlgeT Ul omt
¢ o svemp that deccpire’ laodicn wns T coEnery

Yee corgxmic reedlong

Bt gl oF o R

aticios

TR S

S0 85 (TENSTNT.
b wEenters e oveed glmniy Tor oaloulebl
doneawed reiit. Tix Melrrers eemeeiesr:
wod both sedlopetioal lsenine s reeit.
g bocses olrarnr snd wloarer. Ao lnouke
wan sasepblod , W the o7 ot eevealod
ing worrebim repording gyoten,  oeca

8 I o agreantiv Doy use in dotailed Clmnniney.
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i ﬂc’ﬂﬁ%&wéﬂmmﬁ
T TR woirted oot the imoossibility of vlamning snd socounbing
Sor owery nub stad overy Boit in every Trovinos.¥  Mativtetival ooObos
rishe begen o Speal In torme o decedes lngstesd of jcers to bring Wﬁtz
e af,z’w,&ww i Al M
Ziy{;g,’s i

L pathevatics./ Avanbagyen vas o

e i

o wler by ving o

o

LA mm Dollous:
e aroblems of the appiicetios of clectromic ctmmnwtors
ning md in oototelics siv belng ﬁtzaﬁm in bescow, in
Vs m‘; Dz fsmmm In Sovopthizgk el in otler lgbore.
% Uniom. Bowower, these ollorto are gtill
B amﬂa’** isgipnificant, "8
were wing fEpecved sl rede avalisble moed mong

=

Tioeily, copmay
glondly then 1t wes hoped.
D reitem ontaxmbots vere Yinelly clesed in 175 st tic

e ilgpye ues denidsd

The ponhe of
goemcprios in Poooow,

of pebhoapatioe with docentrellizstion.

ore venne on rathoustliosl
2la

ity b une
oo g fov conecrvatives feught 2 helfohoarted rearezuerd action,
Eantorovich -« the iavestor of lipesy wromoreing s the poot Toxes

T diw loviet petiuradicsl soanoiots «e made the Moy o inowhick
CE spEaecscd oduERELe lovora, reduced »laoming and deccntrellisetico.
creater dogiee of Toouthe veplacoeent oF ipverative

e cplied o 9 o&r
Inciientions with e vkilisstion of pore Dlerible end aonodines meav

in Cavor of B
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AL the same time the sconcic evaluvations obtsined in the
compilation of the general cemtralized pisa with the aid of
sathematioal optimization make it possible for efficient decentrae
lized deciaione t0 be made along vith an achiovepent of COOrdibew
tim between the vrofiteblepcss of enterpsrises and nationsl
coontic mofitabloneslieca.

"The principle of mmified cemtralized planning of the rain
directions of ecomdeic development thet has fully proven (tecll
wiil be prescrved in cffective comdinetionm with comsiderable
frecdom and ioitiative at the local level.... @

Accompanying the positive theorizing bas been o rising clapor of
criticize of thinge as they eve. The testizony of enterprise maoagers
and other local economie offictals bes provided sm overvhelming list
of bed practices apd performences a8 regards guality or uscfulness of
product, gllocetions of mmterisle, the efructiveness of investment,
automstion plane, design of equipment apd the vork of design burcsus,
the rules governing hiving of different kinds of isbor (c.g., the ratic
of clericals to engineers), the lveporopriatences of incentives snd
prices. The recommendations ape varicus and usually percchially nerrow.
They almost elvays call for reform of cemtral buresucracics or reduction
of igterierence fram above.

As things stend oow, Marrist cconoedc theory is being incrvesingly
bypassed, and all pey Initistivee doerive froom Western theory and prectice.
The only question i1z bow far sd hov fest markcot procesees will be

- sdopted.  The current debate is betweem the use of mariets to make the
plan work better a&“t’ﬁw use of merkets to replace the plen. Although
Sutharevals’ stated the offictal posibion o be the forper, s capatic

¥ Feported In Yoprosy tkemcmiXxi, No. 9, 190k, po. 81.2; underlining
by the writer.

¥ & A@M CAacrsncer pfﬁwm,é%m mﬁg{t/v’/—/
and’ TS 7@/.( ,
w2 e
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defense of the plen bmok& a -83:&%@:‘ and waresclved cunflict raging
behind the seen=s, and hie copeluplon vas belied by his ovn argumente
that the scope and detail of the pia eoull emd should be reduced.®

The comprehensive centrml plan ie the last defense of the Party's
weenoele ldeglogy. The skeplies will ask: 47 the rlan can Be replaced,
vhat vas thr use of edapting 1% tm the firet place? Nevertheless, if
tac current pertisl refarms do mot work, She only sdvice that will be
sivanced will be to ?‘ﬁ: farther in the direction of markel socialiss.
Be other body of %;@ht hme amy standing in the Govict scobomic proe

Teopion.

IIi. The Develossents in conomic Ceganication
m September 27, lﬁﬁﬁ, Premier Yoaypin delivered his reparieblc

gpeech to the Central Cormittes on reorganizing the economy. & lerge
part of the epecoh dealt with s change from the sovnarkhoz, or terri.
torisl organisetion, to & mindsterial form. The Interesting oroposals s
hovever, dealt with incentives and increased Trecdom for elterpriscs.
As such, they conetltuted, elomg with the experimente of 106k.65, the
first officisl rawve wvay (rom the principle of centralized state
planning.,

A1l of ¥hrushehev's meny reorgsnizations vere simply a shuffling
of boxes, the reviscement of ope orgen of compand with another. A

¥ Vorroey Cwoncmiki, Fo. 10, 1965, pp. 1ke3l.

R TN
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partisulsr case in point vas $he substitution of reglonsl sowmarkhozes
for the industrisl mintetrics in 1757T. The reversal of Dhaushchev's
reforn by Hosygin testi{ics to its Imsignificance. Merely changing the
line of cammand ¢id not chenge the besle pature of the comuend cooBony,
for correct its deficlencles. Kosygim's other provosals, in eontrast,
rall wxn an entirely different prisciple, the ppinciplie of wluptery
ehoic: and paritet traling, to govern activitles that weve Tormerly
nlamed.

A5 & liberel, decentinllizing provosal, the pevest oviet sehepy
is peitisr the first nor the post redical in the Twropsan Coxmunist
coumtrics. It s less liberal than the Crech propoeals of 16h end
ralcs in siznilicance when compared with the comecious and coprrehensive
attarrt of the Yugoslave to use market trading end decentralized controls.
Indeed, the tinidity of the Imbest foviet reform surprised many W stern
obgcrvere, wio had been led to beliewve by the falriy radicat oviet
scalenic dlecussion that s drapmtic atep toward perket socislism would
be taken. The stop that actually ves taken is an stteppt to have both
syoatens, to scagon central planning with ninches ¢F marketing and
provitesring. The direction of the reform is significent, it its
oo fg not an wt,

Emeeifically, Fosygln proposed:

{1} A sercentage charge on invested capitel to be paid by entere
rigcs, that is, an intercst rete.

(£} A reduction in the muber of obligetory tsrgete Tor the

-290»
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tnturerises. the thpee dossn o 80 old bargets ave t0 be replaced by
e¢ight or mine. OF these, the controlling <nes seem to be the plan lor
wf%ﬁr&waf $he main caeenxdities, the ovirenll wage fumd, totel velue

of sales, and profit. The ldter two replace the )

coat reduction anc/the 1ll-famed groas wvaluc o outpud as dsterminants
of the bomuses for mensgere. The incemBives and frecdom of action of
eatermrises are 0 e einforeed by lesving more of the profit in

spocially creetesd colernrice fumds for bonuses, cultural rrxsepditures

Plrect contracting with rotail owblets or othor customers was
peptioned only briefly by Xosygin. The govermment bad siresdy snbounced
at tie bepinming of the year, bowover, thet the experirent in divect
mtmﬂtimg being cotducted 1B @ Tow plliot plants would be extended to
oo B0 plamts in light industary.

The tinlng, vace, and ncope of the refome vee loit vegus in
Zosygin's spsoch, sl implementation bas boen ceutious. A statute of
20 fotober 165 on the rights of industrial cotarprisce allowsd Densgers
mope freedow 0f aotiom particularly as regerds gbaffing Hatterns snd
vage roatos. A sevies of meticdologiosl instructions lssued (n February
and rarch 1566 spriled oub the tirding wnd mothod Zor trenslcrring ontere

Il 2P _rbidls
priecs to tis mw systen /;mr the pagment of bopuses o worksrs s Darages
mept serstimel and Tor B ostablishoend and uwpe of the enterpeise ine
vestment fumd, According to the current schedule, the tramefer of

.23
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all industrial cstorrrisce to the pew aystem i t0 be compicted in
LG . Those potions remove eny Soubb 88 to the sericusoess of the
rrgpine 's intentione ebout the roform

T theme OF these roforme, faint bul conoistent, is meriet
roclalise. 2ot alzog with the pov, Bogygin vallast s eifirmed the
oMl T {efended the plamning of rwoduction and depoumecd “the
wmenntolled sectanise oF the pardet.”  Although reofits, intercst
wxl & DAt of partebing ere included in thr refoms, the outad of
rrinoisal ceoducts of W cobeppeise will gtiil be nlamned. Thls
v elrecal mklivalence probebly uwipes out amy hope of sucvoss For
this roury of mYorme.

peeporde imetitutions are ke tooth.  IF the old tooth pot vorn,
loven, and docayed, they can be replaccd by a ehiny, now Sunctionsl
st Tt e nev onep con't ge o wmedl the old omes oo out.

rout lovtitubione cenbot perices the some Tomotion

Dunilar iy, teo S1T00
at the e fim and emterneisee cammot sizmitenecusly rroduce the
six ol ol that tix cerhet vents and the one thet »lanners vent.
B e oonorete reglity of Giv foviet system, the salutery, or
cwn comretic, wilvet o @ wkm/;g‘;w;m i unliknly 6 bho reglized
Yo e mpeliglel, porkets m:gm-e flexible rerives, g ower-all reducs
tion o excess donansl, and slternetive sourecs of supply. The regive
ig corrying ovt 8 refor of pelocs to 2olloct cont o weodvetion, Dt
they are ot to b Jlexibls pop will ther reflest the influence of

wwise, thore is e indiceticon thet the “mrty leaders cope

terplate roducing consumey mechesing vower s investent laps,

1
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The reonomic effect of the relforms can be forecast in advencs.
eause $hy MUvos ave so olpewmscribed, thelr net effvet canmot be
lepipe, either Jor ¢ood or for bad, but their neture Is such thet thove
are likcly to %:e, bodh kinds of sffects. O the wne hand, the sopitiw
incentives mey lead %0 Lproved cffietemey ot some ewterprises, and
direct covtrecting ray rosulf in mmellcr stochs of wnseld cobewxT
gocds and o that cxtent groster consuper sstisfaction. (n the other
hand, the s mzztiﬁé& if they begin to e elUective may lead o

gutrtt nives couwteyr o the e, resbufTling of suprilcs a8 betuoun

cpborpriens, refusal €0 amcoept wreanted equipment, layolils of workers,
mrefits and othovrs wexpected losscs. Bene of these latber =ifoote

wordd Boe welearx o the Party spd the buresucrecy. In the wastoland of

Covict senarenent, any of foctive Imceptiws Yo efficiency would wrgducse
widegmeoad sl pervasive ghifbing of resources, distritetion clernels,
and outrut mdxes, wvith congidersble short-run dislocetions. It cen Ix
sssuped that buresucratic interiference to counteract these symptoms
will aymear alpost as soon s the aympboms.

In short, tio vev syster cammwt opernte a8 long as the old is

on the Job im full strength. The oow pintetrics ocouny o key pomition,
and the other turcous of plamping, supoly end silocetion at netional
snd republicen lsvels sbill oxist, with jobe, tradition, end a uay of

117+ %o detend. An exmrmle of this comservetimm ves reported imet

25w
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year. A comaigmment of goods sbivvad by the *fwa%’ gerzent Tim o
17113 @ dlrect cobntract with & particular customer was m:'%pt&ﬁ
byt wholesals trade orgenisation nﬁ& pont to o difforent retall
cublet.

Tre conclusion of this arpoent i thet thic rownd of refommes will
pot gecelorabc growtih, and that miﬁ&r the leadersidy, the »oonle,
nor the intellootuel elite will be satisfied by the resvits. The
irmertert questicn is, vhat will they 2o them?

T9. ‘frospects: sSwolublon ox Swvolutiom?

The pistory of the fovied econoegy since the death of ffalin bhas
neen of of pecurTing Poforos end roovgpepdizations. Xosygin's rolome
Is ook 1ively to be the last ome. The basic deficiencica of central
vlanning hove not been touched, spd the dissetlefection of the intollsc.
tuals iz desnerocted. (22 prognoois pat foovesd by & meber Of ¥ atermn
swscrvers is en oveluvbionsry develoment toward market soclallsm.
Thig viev ergues thot the cwrrest cadiovs refares will B Tollowed

by others going T r in thf emee direction. Thus, a8 tensions

¢

ariss Letucen v nev system and the eld, the lsadorehin will oPCe
greaoively incrense tie Tlexibility of the plan, of pricve, and of
the Treedom of the onterneiose wptll st last the slan dismppemrs epd
coarits ke ovwr.

Twre lg much te be seld against this viow. IE is ddfficult W

ploture the farty and the plammevs presiding over the disschilion of

L2
e o
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»ieaning. Secondly, & meeket sycten is & trichy thang 1o msrasc, own

when the leadershls belicweg o ft.  Buch m leederel

oonocssserily would
Bave o oot o vith e zreal deal of messinegs, Thoe &ifficultieg that
T Cusslsns Cuscrve in Yugoslavis mest give then peust «. dos
ipstalility, Inflabion followed by spams of wpice reform apd devaluation,
mopopoly wolite in stex orees and hesvy subsidles in othere, and investe
vepbe wvastod on floe oropn parlors and footbell Tislds. The Tcheos of
too mokhet,” which Jovict vriters all scen to vear, s will cremniivisd
there.  And Tiomlly, meithor tho [Galeenem ) ccoponie Muavencracy nor
toe docsl artr erperstus is likely to acoeds graceully o ite ovn
Eitiering woe

cvolutlon fovard an ioterewmdiste positlon that would 2till proe

sepve i essentials of slepnd

g alzo iz conoslvable. For exapsie, 8

viplation o pariet souialime wen desepibed in URT by fscer lange in

Gle rsoey o the oomowdc ry of Soclalism and bas Bvon yevived in

muasion.  Insteed of gliowing prices o ulde e
fuctlon, the slamers oight very prices to squate demand to the olanmed
procoetion mive  rolge taxes and subsidics would helpy koo

s epterrrise
wrelits 16 & reascpablc novm. 0, albtermetively, if shorterm eguilie
brivm opices vore thought to be too TiSgety, loggerun "retlonad” prlows
comld e oosloulsted by copputers. A Pew tentabive caments on the

Creslism ol thise sugpestions may be bezarded

Lo deonlc rational enough to apply the wulce of vseterw couilibriwm
snalysic 8¢ cthodinally night sleo begin o qustion the retiopnlity of

nlosming o oorrduct mir in doball.

g
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2o The potion of buresurrete accepting the aritericn of <ooe
norne elViclemy ab the cxpemse of Tright’ results, Yalr” mrices,
sk Uiustive T vostuletes m grecies of hromo mot yob ercoted.

Je oy pusgustion that sensible prices can o introducsd inte
g oceunbry wiwre gpartrent rettbs ey oncethilod of ocost and beoad ds
Jeived chemp onough e Toed to vdas s brestidaling.

comlte thoese doubts abovt gredusl svolution, T em imelined to

\
beliowe thot Uberal reioim in dhe UBSR @nﬁﬁ:é Lagtern rurdrenn Cotte
oo el ‘

mepdst orunbrics f\iﬁ st thy pdnt & o wwban. The cootomio HeviGite
ancs ol 0y emaemt aysten oresendts the leadors with 8 aioice oF s
sink ool drogtio pefrm o the guwtem o of Talling Tarther apd tarther
ohind Wortorn Tuvore in sroductivity end shanderd of Liviee. Agrie
mulgure lllustrates the weesricus watse oF the pregent course of
sreivelisn e temporizing. The newly emmounced Cive Yeer Plen trolcots

5

a dmiiing

{‘\»

i atrent In sgrlouibwre in 106670, mE combersd with

TOleGE. Thie follave on the Meols of @ 57 vervent increase in the

sriol POleGh % Tip olsuned goain in omtpud is 25 soreent,®® but the

actual galn way o negrer to the 12 percont seip oF thx -ast 5 yemprs,sws
A srctor ae lovge as egriculbture where imvestment is prowing st 1 pere
it a year, end cubpat io incressine only at 3 & peroent a yoar

can copdribvbs 1dttle to € goal of achioviog pure Commumisme by 1540,
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Tw only sigmilicant clubges echleved In tiw Sowiet neriod, and T do
not coumt Dheushchev's oF Zoeygin's cconcmdic reforms as slomivicent,
wars evolifiony Changus -- wer commmise, She B P, the Dirst Plve
Year “lan, and miﬁiﬁ%iﬁvﬁmiﬂzl pi N‘sm refilonl sl cwon violent
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Tiiotlve feres in Foland and the decentroniizetion
o ool owr Infugstry In Yugoslavia. It ig o coincidsnee that both
toege staps were t@hon of & tioe of political opdsis. A o result of
e wrpuleicn ma the Uoviet loe tvo years belore, Yugoslavis in 1950

was 18w riate oY gyowling unecerteinty owr the Jutwe. Tn Polend, in

2y Ceeltalinizadion mad the Tospen ricts had uncovered tho wesbpess
of fhe pegine. Dmal chenge wes rossible in those comparatively fhudd
arluaticns.  wn 0, ik ocasurcs tahen were lnitcd ip soope, sl tin
submvguent restoretion of olition? an’ socliml stabilsty sostponed
Pakho s ohege.
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DGate, deaving e lpvwersion thet they had Jope mors hews than good,
ant itk of «ithwr. Thw "pew sosmomic model’” of Cscchoslovaynis, the

rost widely miblicized of the ourvont proprens, is tysicsl of the oioxe

rovverent Ln Sastornh Jurope. The overadbing atobory extondcd $o embore
sriges do seipoelnle in 9 Tmew coteic model” is lamrsely iliusce,
ipamrnch se the state hoe retadned direct contavd elther in lsw or in
Yact over sost cpteririse declsions. Although there is much tall about
e wawiot pechentisp,” it ls ovident thet both state and Party retain -.

anl winy e i rigid to intervens af will in 2ll ccomonlc docisiong.
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In the USCH i statc of appeoved thinking currently is tiet the
rarsot 18 o help é‘t*?ﬁill the Man, not o rolpce the Tlam. In the
novt vound of dlssussion, or tix rowmd after that, the welght of
woinion mey #hiTh to the latter sltemwmbive. Hhenm Joviot ccomomists
grrive of this conclusion, they will etill Lo behind thelr comivcrcs
in Jeatern  wrope. Toveral of theee in recant vrivetc diseussions
with Wby cooncmiste lave broshed off $he cuerent reiome in
oatorn curome =nd heve sald sipoly, "t pilsn muet go.
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85 to loed by by, O & festlion of W Darty or 8 moh-Pmty gvoum,
to dismantls the countinlc sominlatretion, is Dozardous to mredict.
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T leadorohds pmy preddlc glomg with the orozowt pysten Uor s tine

o wpe. 21 10 grovth retes conlinue to docolevete, the pressure for
Sadber pelopn wlill bolid up agrin. The cootoption of this paper is
thst the ovolutionary Erpwosth will st wort sty signllizent lrprowe
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tonoth gope gectorn aid pot olhere, e the 1P and the Tygosley nwiow
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